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In August, Cuba's Economy Minister, Jose Luis Rodriguez, predicted only "modest" economic
growth for 1997 as contrasted with the 7.8% increase in GDP registered in 1996. Though the
government has published no precise figures, the labor-union newspaper Trabajadores estimated
that GDP grew only 2% during the first half of the year, indicating that total growth for 1997 will be
far less than the 8% to 9% that was predicted in March and later revised to 4% to 5%. Poor sugar
harvest & US blockade cited as factors The newspaper blamed the economy's poor performance on
the disappointing sugar harvest. Analysts estimate that the 1996-1997 sugar harvest that ended in
June produced a scant 4 million metric tons, more or less what President Fidel Castro predicted in
May when he warned that the harvest would fall short of projections (see NotiCen, 06/12/97).
Sluggish growth has forced government economy officials to reassess the economic opening and the
effects of the US economic blockade. While the government has generally downplayed the negative
impact of the blockade and the Helms- Burton Act, recent remarks by Carlos Lage, vice president
of the Council of State, make it clear that US pressure has deterred some foreign lenders and forced
Cuba to depend on costly short-term commercial loans. This, in turn, has brought on a continuous
state of fiscal crisis and held back needed infrastructure investment.
Despite the high cost of bringing in the sugar harvest, the government apparently has no plans to
assign sugar a lower priority. At the June meeting of the presidents of the Municipal Assemblies of
People's Power, Lage implied that sugar is likely to remain second in priority only to tourism, saying
that the "vital task" is to prepare for the 1998-1999 harvest and to work for another "leap forward" in
sugar production.
Even as the 1997 leap forward in sugar failed to materialize, Lage warned that other long-postponed
projects were straining limited convertible-currency reserves. Capital to refurbish railways and to
increase electric power generation, for example, cannot be postponed much longer without setting
back the entire recovery process, he said. Government reluctant to expand free-market opening
Some expert observers are now saying that the benefits from the economic opening of the early
1990s have reached their limit, causing stagnation and social unrest.
But policymakers seem determined to limit the growth of the market sector of the economy. In
April, Lage turned aside suggestions that the state sector must give ground to more domestic
private participation. Currently, only 200,000 Cubans are licensed to work for themselves in
microenterprises. Government reluctance to expand the opening is often expressed as a concern
about growing tax evasion, corruption, prostitution, the emergence of class distinctions based on
access to the US dollar, and the replacement of socialist values and nonmaterial incentives with the
cash nexus all of which they blame on the market opening.
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But it seems clear from official statements that the slowdown in market opening also has to do with
a shortage of liquidity brought on by insufficient reserves of hard currency. Economy Minister
Rodriguez called this the main problem holding back full economic recovery. Cuba's trade deficit
increased from US$1 billion in 1995 to US$1.7 billion in 1996. The foreign debt rose from US$10.5
billion in 1995 to an estimated US$12 billion in early 1997. Attempts to negotiate better terms with
the Paris Club of debtor nations has been unsuccessful since 1986. Furthermore, foreign investment
has not been enough to fill the gap, since only 260 businesses with foreign capital have been
established, well below the goal of 300.
To meet the ever-increasing capital requirements, the government is moving along two tracks. One
is to exploit possibilities for new sources of hard-currency income from communications services,
airport services, and tourism. The other is to squeeze more benefit out of available hard currency
through greater efficiency on the part of state enterprises. For example, economy ministers say they
cannot count on any immediate increase in food imports, so current policy is to channel the largest
share of scarce materials to production units with the best efficiency ratings. This reverses a policy
that effectively punished efficiency by reducing inputs to those units that made the best use of them.
[Sources: Spanish news service EFE, 03/05/97; Associated Press, 04/01/97; Agence France-Presse,
06/30/97; Granma International (Cuba), 07/07/97; Notimex, 07/22/97; Reuter, 03/11/97, 06/11/97,
09/25/97]
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